Price Planning &
Pricing Strategies

Chapters 25)& 26




What Is Price?

¢ Price Is the value of moeney (or Its
eguivalent) placed on a gooed: oF
SEervice.




Key to Pricing—Product Value

¢ Understanding the
value that buyers
place on a product:.

Price a product high enough

for a profit, but not so high Trek - $4949.99
that it exceeds the “VALUE”

customers place on the

product.

Huffy - $79.87




Return on Investment

& Will the product be e

profitanlie?
— DVD: 5ha kPIe

¢ Sell for $3

¢ Cost to make & market
$6.50

¢ $8 - $6.50 =
L850, . 28%) reillfn]




Market Share

» Companies percentage of total
sales velume in a specific
category.

OREO--#1 Brand in Cookie Category —
42%0

CHIPS AHOY -- #2 —
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A Change In price creates a
In . This Is
referred to as demand.

Steak & Seafood:

People will buy more if $3 a
pound vs. $9 a pound.

QRS NEW YORK STRIP




¢ Inelastic demand

— Situations In Which; a change 1n; price
has very little effect on demand.




Price Laws

¢ Sherman Anti-trust
— Outlawed moenoepolies and price fixing

¢ Clayton Act

— Defined price dischimination as unfair
COMPELeNL
s \\hen a company. charges different prices te
Simlar custemers

¢ Robinson-Patman Act

— Strengthened Clayten) Act

¢ Pronipits sellers firem) Giiernge ene: clstomer
2 different prce thanr anether




The difference between the
price of an item and Iits cost
IS referred to as the

& r _I; .
ALWAYS LOW PRICES. ﬁ'lr"ﬂt .




Comgetiior]
Vs, Bepgeinel Pricipg

¢ Competition-oriented pricing

— Based on what the competition Is doing

& Gain market share, Keep In line with
COmMpPEtors

» Demand-eriented pricing

— Based on what censumers are willing te
[9ely.

s Perceived Value (Cencert tickets, VERICIes)




Calculating Price
Price planning begins with

¢ Costs
— (making| the
preduct)
¥ EXPENSES

— (Imoeney. needed te
runl the BUSInESS)




UTAH
APPRENTICE GIRL

Donald’s head

T~

Define the terms from the book and
site an example of each.




